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should be pursued: (1) where markets are competitive, the
government should deregulate, (2) where regulation is necessary,
market-like mechanisms should be employed. In the natural gas
area, government policies should be designed to:

-  ensure the decontrol of wellhead prices of natural gas

-  reduce the likelihood of temporary market distortions
when decontrol occurs

-  ensure that appropriate market signals for conservation
and production are given, especially during the transition
to decontrol

-  ensure that users with higher economic values for gas
receive the gas before users with lower economic values.

These policies must be pursued with due regard for the equity concerns
associated with removing Federal price controls. The major equity
debates over natural gas policy have involved rent transfers from
consumers to producers and the sharing of higher wellhead prices among,
consumer classes. Second, the nation can benefit by applying a consistent
premium to the reduction of oil imports. To the extent that incremental
natural gas supplies reduce oil imports, the U.S. should be willing to
pay a premium to increase the supply of or reduce the demand for
natural gas. In applying this premium, the environmental advantages
of natural gas over other oil substitutes (such as coal and synfuels)
should be considered. In considering the value of additional natural
gas imports, security considerations play a key role, depending on
the exporting country.

B. LONG-RUN PLANNING UNDER UNCERTAINTY

In addition to direct oil import reduction strategies, the U.S.
should obtain information about:

-  the size of the conventional and unconventional natural
gas resource base

-  new gas technologies, both for production and conservation.

Reducing uncertainty about the longer term availability and price
of natural gas is important for two reasons. First, natural gas is
transported and used in facilities which have long physical lives.
Second, current user uncertainty about future supply reliability can
affect the demand for natural gas in the long term. *
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